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Readers who have followed in the monthly Supplements of ‘‘ The Economist ’’ our endeavours to build up a series of 
indices of Current Business Activity will find much of interest in an attempt which has been made by Mr G. D. 


Rokeling to construct a single index number designed to measure annually our national prosperity. 


In this Sup- 


plement Mr Rokeling’s work, to which Sir Josiah Stamp contributes a foreword of comment and appreciation, is 


published in abbreviated form. 


We propose to reprint the complete study as a pamphlet (price 2s 6d), which 


will include substantial passages of explanation and detail excluded from this supplement fur considerations of space. 
Ina leading article in this issue we deal generally with Mr Rokeling’s conclusions. 








CONTENTS. 
PAGE PAG 
Foreword cecccccccesccccccccccccscccccens eccccccccccececees 1] Section 6. The number of workers ........ Sanesecececsececse 4 
eS ili die Rhakewn ah ds eek weed AOmKseene0* dibs “a »  % Theconsumption of coal ...........cececececeees 5 
Section 1. The object of the investigation .......... seeceneces 1 » 8 The index: f production...........ccccccesccecees 6 
» 8 The method of the investigation .........eeeee ae » 9. The net real income from foreign investment ...... 7 
» 9. What does national prosperity depend on? ........ 2 » 10. The index of population............ dcecerccoces - 8 
» 4 Howcan national prosperity be measured? ........ 3 » 11, The index of national prosperity ...........0.000:- 8 
» 5. The net imports of raw materials of the principal Appendix. Comparison of the results with other data .......... 8 
manufacturing industries ......c..seeeccccsesce 3 
FOREWORD. material judiciously, and by methods which are calcu- 


It may be said that of the making of statistical indexes 
there is no end, and many graphs are weariness to the 
flesh. But, in fact, the use of these means in practical 
life is only in its infancy, for understanding must precede 
use, and it is not half a dozen years since a prominent 
City man asked me, ‘‘ But what is an index number? ”’ 
However, the price index and the cost of living index are 
now well understood, and the preaching of a few en- 
thusiasts is bringing about a real attempt at an official 
index of production, which follows upon the publication 
of such an index by a private research body during the 
last few years. Now for some important purposes it is 
felt that a single statistical indication of the state of total 
national well-being is desirable. 

It is obviously impossible to give any measure of pros- 
perity in the absolute, so that an index of prosperity is of 
necessity an indication only of fluctuations in prosperity. 
This index is not actually the same as an index of pro- 
duction, for, to be added to material production, there are 
intangible services of all kinds, and it may even be con- 
tended that the lessening proportion of the total popula- 
tion engaged in producing physical products is a test of 
the advance of science and industry, and a growing pro- 
portion rendering personal services an evidence of greater 
civilisation, (Certainly, extension of the services of dis- 
tribution and transport is often correlated with an economy 
in the services of pure production, where the advantages 
of mass production can only be obtained by a high degree 
of centralisation which involves distribution from that 
centre Over a wide area.) Then there are the additions to 
our resources which come from net income from abroad, 
whether received as goods or services, or left there as 
increased savings. Again, a given increase may accrue to 
a stationary population, or it may follow growth in num- 
bers, and ultimately represent a decrease per capita. In 
many other ways, too, a complete index of prosperity 
should reflect conditions which may escape a merely 
{uantitative measure of output. For instance, a given 
‘umber of hours of complete unemployment in some 
oteustries is not wholly made good by the same number 

hours of overtime in others. 


Ra or.@ first attempt in this field the effort made by Mr 
lim; eling is very thorough and commendable. With the 
all ited statistical resources at present available, he natur- 
cons ms any suggestion that the index which he has 
than wcted is an ideal index, or can yield anything better 

* rough picture. But he has handled the available 





lated to give useful results. Whatever other index num- 
bers may in the course of time be constructed before an 
ideal index is evolved, this pioneer work will be valuable 
and leave its impress upon the development of the subject. 
Unlike the Index of Prosperity for the Dawes Plan, this 
index is constructed with complete freedom from anterior 
influences or political exigencies, or particular aims, and 
it therefore is to be tested for a wide range of objects, 
and against all kinds of national considerations as the 
times demand. 


J. C. Stamp. 


INTRODUCTION. 


Tus index of national prosperity is designed to show 
the degree of material well-being enjoyed by Great Britain 
and Northern Ireland as a whole over each year of the 
period 1920-7 relatively to the degree enjoyed in 1924. 

The method of construction is explained fully and as 
far as possible in non-technical language in the following 
sections. Statistics of the volume of raw material worked 
up by industry, the number of productive workers, and 
the consumption of coal as the principal source of heat 
and power have first of all been combined to give an 
index of production. This index has then been combined 
with an index of net real income from foreign investment 
to give an index of real national income. These index 
numbers have then been divided by index numbers of 
population tu give an index of real national income per 
head of the population, which for practical purposes is 
the measure of national prosperity. The index numbers 
of national prosperity work out as follows :— 


(1924 = 100.) 
1920.. eooccce eoecocore eevee 101 1084... cee eeceecersceccesce 100 
19381.. eee ecoee e ecco 77 SOB ins ckc cee . ° eeercce 100 
1092. eeecrsser ecoccceceros 88 1926 eooee eeeescecceseoneseos + 
1928... cceccccvccsccecees OB | 1937... crccccevcccseces 105 


The index cannot claim to furnish precise measurements 
of national prosperity; it does not pretend to be more 
than a rough picture. It can and does c'aim, however, 
to be a picture of which the general outline is accurate 
beyond a doubt; that is to say, to represent the general 
trend of national prosperity correctly. 


1. THE OBJECT OF THE INVESTIGATION. 


For the avoidance of industrial warfare, from which 
the country has suffered so grievously in recent years, 
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and the attainment of the higher standard of living which 
everyone desires, it is essential that there should be a 
better general understanding of the subject of national 
prosperity, what constitutes national prosperity, and the 
conditions upon which an increase is dependent. One of 
the obstacles to this wider understanding existing at 
present is the absence of any statistical record of national 
prosperity, a very serious gap in the statistical equipment 
of the country. The investigation, of which the results 
are given here, represents an attempt to fill this gap, so 
far as it is possible with the limited material at present 
available. 

At any moment one place or industry may be thriving 
and another depressed, while the positions may be re- 
versed a few months later. How is one to know how 
the country as a whole is faring and over the year as a 
whole? There is a mass of available statistics, but their 
interpretation is possible only to experts, and even so fon 
the most part each set of figures tells only a small part of 
the tale. General impressions tend to be even Jess satis- 
factory, being coloured by temperament and the fact that 
adversity is always more vocal than prosperity, so that 
the impression is fostered that things are always much 
worse than they really are. The object of this investiga- 


gion was, if possible, to provide something analogous to 


mean annual rainfall figures; to provide a series of 
figures, one for each year beginning with 1920, indicating 
the degree of material prosperity enjoyed by the country 
as a whole over the year as a whole. 


2. THE METHOD OF THE INVESTIGATION. 


An index of German prosperity on these lines figures 
in the Dawes Plan, and will determine the additior.al 
reparation payments, to be made by Germany annually zs 
her prosperity increases, above and beyond the standard 
payments. The component statistics of the German index 
are :— 

(1) The total of German imports and exports taken 
together. ’ 

(2) The total of budget receipts and expenditure 
taken together. 

(3) The railroad traffic as measured by the statistics 
of the weight carried. 

(4) The total money value of the consumption of 
sugar, tobacco, beer and alcohol within Germany. 

(5) The total population of Germany. 

(6) The consumption of coal (and lignite reduced to 
coal equivalent) per capita. 

For each year the figure for each of the above com- 
ponents is to be expressed as a percentage of the figure 
for the base year, and the resulting percentages averaged 
to give the index number of prosperity for the year. 

The composition of this index no doubt depended 
largely upon what statistics were available. It may also 
have been affected by political exigencies. Nevertheless, 
the underlying principle is clear, and the first stage in this 
investigation was to consider the possible ingredients of 
a similar index for the United Kingdom. This involved a 
review of the available statistics with a view to the selec- 
tion of those which appeared prima facie to be suitable 
for the purpose. A list of possible ingredients having 
been obtained in this way, the next stage was to consider 
each of them in detail. This involved three problems. 
In the first place, it was necessary to obtain a series of 
figures for each year on a uniform basis, a problem which 
was much complicated by the separation of the Irish 
Free State. In the second place, it was necessary to 
determine what degree of error might be involved in the 
figures, and to reject any series of which the figures could 
not be shown to be reasonably accurate for practical pur- 
poses. In the third place, it was necessary to examine 
in detail the suitability of each series for inclusion in such 
an index. Many of the possible ingredients failed to 
survive these tests. This part of the work covered a 
very wide field and called for a detailed examination of a 
great mass of public statistics. 


3. WHAT DOES NATIONAL PROSPERITY 
DEPEND ON? 


It does not, of course, depend on such things as the 


level of prices or the budgetary surplus or the rate of 
income tax, as is sometimes supposed. National pros- 


Oct. ¢, 
toat, 
perity on the material side depends 
income per head of the foes. vty seated _ national 
sented for any year by the expression (A + B) 2 repre. 
A is the net output of goods and services in iy » Where 
is the net real income accruing in the year fr a B 
investment, and C is the number of inhabitant, “a 
coun under consideration. mts of the 
xperts will not require any explanati : 
ment. For other readers the matter may he thon on 
the following extract from Sir Josiah Stamp’s “We 7 
and Taxable Capacity.” (chapter 2) -— ealth 
‘*I am most anxious that the concenti : 

income should be a living and ieee : oe 

and not merely a mass of figures, so may I put to you 

a homely and simple and, therefore, perhaps ian 

illustration, which may serve to make the matter non 

graphic? To many of you the idea will be fairy 

familiar; to others, perhaps, not so; but if you vil 

really seize it, it will be one key for many other 

mysteries of production and exchange, and particularly 
of currency and the payment of war indebtedness, Will 
you suppose that all the services and goods that are 
produced by us as a community in a year are all piled 
in the centre of this room in a great miscellaneous heap, 
Every one of you, in the work that you do, is putting that 
work there. It includes the boots and the clothes that 
are made, the loaves that are baked, the sheep that are 
reared, the sermons that are preached, the songs that 
are sung, the physician’s advice, the pilot’s skill, the 
banker’s knowledge, the business man’s services of 
organisation, the crossing sweeper’s service, indeed, 
everything that can be given by us whereby we havea 
claim upon the work of our fellow-men who are con- 
tributing to the heap, including the services of those 
who have helped to make the heap larger than it would 
or could be if we started afresh without the assistance 
of piled-up capital goods saved from the heaps of former 
years. Let it be supposed that we have no such thing 
as money, but that for each contribution we have made 
to the heap there is given to us a “ labour or services 
ticket ’’ with a claim to draw something out of the heap 
in return—if you like, for the moment, equivalent in 
its labour or equivalent in its skill or its sacrifice to 
what we have put in. The people who have refrained 
from an earlier consumption on the faith of their title to 
later consumption somewhat larger in extent, also have 
their title to the heap. Now the total of tickets giving 
titles to the heap will exactly equal the mass in the 
heap, and when we have all drawn out what we want of 
other people’s products and handed in our tickets, the 
heap will have vanished. It is true that when we 
present our tickets we shall, perhaps, in our demands 
for a particular thing that is in the heap, exceed the 
actual supply ; in other cases we may ask less. There 
may be fewer loaves put upon it than we want, and, 
perhaps, more servants and third-rate music hall ~— 

than there is a demand for, but these are questions 0 

bad anticipation of demand, and we must rule them out 

for the moment. The point is now that we cannot, as @ 
whole, get more out of the heap than we have put in!o 
at.°” 

To carry Sir Josiah Stamp’s illustration a step a, 
‘the national heap’? which he invites us to wae 
represents the year’s gross output of goods and — 
Of this, however, there must be set aside a part - Pe 
for imports of raw materials, and another part iading 
maintenance of plant and other forms of capital inc - g 
working capital. It is only the residue which 1s yor 
for consumption (including exchange for oreee a 
and services) and saving (including lending . Se ee ceee 
This residue is represented by the letter A of t a beep, 
sion (A + B)/C. Some of the contributors to ah ase 
however, are inhabitants of foreign countries, | hg 
entitled to a share of it, not in return for we page pro- 
lenders of capital goods which have contribut sople. a 
duction. On the other hand, some of our The balance 
similarly entitled to shares of foreign heaps. to us over 
of what is due in the year from foreign heaps 
what is due ~ oa heap to. fowA + BY 
by the letter B of the expressio " de 
together represent the year’s total supply oe of 
services available for the satisfaction O° 0 number 
the inhahitants of the United Kingdom. 
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of these inhabitants is represented by C. National pros- 
perity obviously depends on the ratio of the available 
supply to the number of people amongst whom it has 
to go round, that is to say on (A + B) /C. AsA+B 
is the real national income, t.e., the national income in 
terms of goods and services, the money value of A + B 
being the national income in terms of money, national 
prosperity is seen to depend upon the real national income 
per head of the population. 


4. HOW CAN NATIONAL PROSPERITY BE 
MEASURED? 


One cannot measure the expression (A + B) /C abso- 

lutely, since one cannot add together picture houses, 
ket knives, pork, pills, poetry, &c., and divide by 

population. The nearest one can get to an absolute 
measurement is to estimate the aggregate money value of 
the quantities of these things which are produced in a 
year. But this cannot be done for every year of the 
period 1920-7. Indeed, 1924 is the only year of this 
period for which the making of a reliable estimate has 
been possible. Although, however, the expression (A+B) /C 
cannot be measured absolutely, it is possible to measure 
the changes in it from year to year over a short period 
with a reasonable degree of accuracy. The method is as 
follows : The element C can be computed each year with 
a high degree of accuracy. 

The element B is known to be very small relatively to A. 
Professor Bowley and Sir Josiah Stamp in ‘‘ The 
National Income, 1924,’’ put the money value of B at only 
about 4 per cent. of the money value of A + B together. 
The element B can be estimated roughly for each year, 
certainly within 10 per cent. of the mark. This is near 
enough, since a 10 per cent. error in B would involve an 
error of less than $ per cent. in A + B together. 

This brings us to A, the national heap of the preced- 
ing section. Let us examine its composition a little more 
closely. It consists predominantly of goods of all kinds, 
including capital goods like ships and dynamos, as well as 
the ordinary requirements of daily life like boots and bacon. 
The value of these goods at the stage at which they pass 
into the hands of the consumer or are shipped for export 
represents perhaps four-fifths of the value of the whole 
heap, and includes the value of the services rendered in 
connection with them by (a) producers (agriculture, 
mining, manufacture), (b) transport, and (c) distributors 
(wholesale and retail trade, &c.). In this sense these 
services may be said to be embodied in the goods. The 
residue of the heap, perhaps one-fifth by value, consists of 
what may be referred to as personal services in order to 
distinguish them from services of the former kind which 
are embodied in goods. To this category belong the 
volume of utilities produced by houses; the services of 
domestic servants, the professional classes, the central 
and local administrations, and the passenger transport 
system ; also the balance of services rendered to foreigners 
by our shipping and by way of agency and commission 
after setting off services of this kind rendered by them 
to us. 

Although the national heap cannot be measured abso- 
lutely, and 1924 is the only year for which a reliable esti- 
mate can be made of its aggregate money value, changes 
in its size from year to year during the period can be 
gauged from certain statistics which reflect them. This 
is the method underlying the German Index. These 
statistics are discussed in the four next follwing sections. 


5. THE NET IMPORTS OF RAW MATERIALS OF 
THE PRINCIPAL MANUFACTURING 
INDUSTRIES. 


If the producing industries carried on in the United 
Kingdom are divided into two groups, namely, (1) agri- 
culture and fishery, mining and quarrying, public utility 
(e.g., gas) undertakings, and the industries engaged in the 
Preparation of food, drink, and tobacco, and (2) the re- 
mainder, it is the industries of the second group with which 
this section is concerned, and which are referred to in it 
as the principal manufacturing industries. The group 1s 
rather the larger of the two in the sense that it makes 
the larger contribution to the national income. It is with 
the raw materials worked up by this group of industries 
that this section is concerned, and the term “ raw 
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materials ’’ as used in it does not include coal, which: is 
predominantly a fuel and is moreover dealt with in 
Section 7. 

To ascertain precisely the quantity of raw materials con- 
sumed by these industries in a given year, it would be 
necessary to ascertain the quantity held in stock at the 
beginning of the year, the quantity imported and retained 
in the United Kingdom during the year, the quantity pro- 
duced and retained during the year, and the quantity held 
in stock at the end of the year. For any one commodity, 
e.g., rubber, there may be a considerable difference be- 
tween stocks at the beginning and end of a year; but over 
the whole range of raw materials of these industries it is 
highly improbable that this difference amounts to much 
except at the peak or trough of a trade cycle or in years 
which were otherwise abnormal like 1926. The United 
Kingdom is a small place geographically, and while it pro- 
duces considerable quantities of certain raw materials, 
€.g., iron ore, wool, hides, and materials for the pottery 
and building industries, the 1907 Census of Production 
showed that these together represented only a very small 
proportion of the total quantity of raw materials consumed 
by the industries under consideration, the great bulk of 
which is imported from abroad. It follows that for these 
industries the net imports of raw materials in any year 
constitute a measure of the total quantity of raw materials 
consumed in the year; no doubt a rough measure, but 
nevertheless a measure which is generally regarded as 
satisfactory for practical purposes. It is also a reason- 
able assumption that the relation between the volume of 
goods produced by these industries and the volume of 
raw materials used in their production does not alter much 
from year to year over a short period of years. It follows 
that variations in the net imports of raw materials of the 
principal manufacturing industries may be taken as 
roughly reflecting variations during the period in the size 
of an important part of the national heap. Particulars of 
the volume of these net imports are as follows :— 


Net Imports or Raw Mareriars (including crude metals and 
undressed leather) at 1913 Vaxvues. 


Million Pounds Percentage of 

Sterling. 1924. 
1920 @eeeeeeeeeeece 211°7 eeee 1020 
BED scecececccoce ° 138-4 cewe 66:7 
1922 @eeesee e@eeeeced 177:0 eeee 85:3 
IGBS wcccccccccccce 181:0 eoee 87:2 
1924 e@eceereeeeesese 207°6 eeee 100 
BEND cccccsecccccee 223°5 coos 107:7 
1926 ...cccccccvece 231:8 cece 111°7 
1927 ....006 eccccce 236'5 cece 1139 


The above figures are compiled by the Board of Trade. 
They represent, for each year commencing with me the 
total value of the imports retained in the United Kingdom 
of all articles except coal included in Class II. (Raw 
Materials and Articles Mainly Unmanufactured) of the 
official trade returns, together with crude metals and un- 
dressed leather, which, though included in Class III. 
(Articles Wholly or Mainly Manufactured), are raw 
materials from the point of view of the industries which 
use them. With the object of eliminating the effects of 
price changes, and thus of presenting a picture of the 
total volume of retained imports in each year, the values 
given are not the actual values as declared in each year, 
but the values resulting from revaluing the quantities as 
declared in each year at the average value per unit 
recorded in 1913. 

The application of this method to the articles covered by 
the table is not open to the objection attaching to its appli- 
cation to highly manufactured articles. A ton of raw jute 
or a cubic foot of hewn mahogany is much the same thing 
now as it was 5, 10, or 15 years ago, byt this cannot be 
said for instance of a ton of electrical machinery, as goods 
now declared as such may well be more highly manufac- 
tured and therefore more valuable products than goods 
passing under this description in 1913. Among manufac- 
tured goods which are now exported there are also kinds 
and designs which did not exist in 1913. 

For the purposes of the official trade returns the term 
“the United Kingdom ’’ meant Great Britain and the 
whole of Ireland up to April 1, 1923. From that date 
however, it means Great Britain and Northern Ireland, and 
the Foreign Trade Returns of the United Kingdom include 
the trade of Great Britain and Northern Ireland with the 
Irish Free State, and exclude the trade of the Irish Free 
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State with countries other than Great Britain and Northern 
Ireland. So far as concerns the articles covered by the 
table, however, the effect of this change can be shown to 
be negligible for practical purposes, and the figures may be 
regarded as relating throughout to one and the same geo- 
graphical area, viz., Great Britain and Northern 
Ireland. 

Though the figures, for practical purposes, are on a 
uniform basis and represent reasonably accurately what 
they purport to represent, viz., the volume of retained im- 
ports each year, the assumption that they also constitute 
a measure of production requires some qualification. No 
appreciable error arises from the non-inclusion of raw 
materials produced and retained at home, as the volume of 
the latter is relatively small and subject to comparatively 
little variation. But owing to the impossibility of allow- 
ing for stocks, as measures of the actual consumption of 
raw materials, the figures for 1920 and 1926 are probably 
too large, and the figures for 1921 and 1927 too small. 
It is reasonable to assume some accumulation of stocks in 
1920, which began with industry in full swing and ended in 
serious depression. Much of this accumulation was prob- 
ably worked off in 1921. In 1926, again, there was prob- 
ably some accumulation of stocks, as it is believed that 
large purchases were made in anticipation of a brisk in- 
dustrial revival after the coal strike ; the accumulation was 
no doubt worked off in 1927. One other important qualifi- 
cation must be made. It is the business of industry to be 
constantly devising new methods and constantly improving 
its technique. This may have the effect of making a given 
quantity of raw material go further ; everyone is constantly 
striving to reduce his costs of production. Or it may have 
the effect of producing goods of finer workmanship; 
general evidence supports the idea that the tendency in 
this direction, long-established in this country, still con- 
tinues. Or it may lead to the utilisation of what were 
formerly waste-products. These tendencies are un- 
doubtedly at work, with the result that any figures repre- 
senting the annual consumption of raw materials of in- 
dustry over a series of years must progressively under- 
represent the size of the national heap, so far as it con- 
sists of the products made out of these raw materials, in 
the later as compared with the earlier years. Over so 
short a period as 1920-27 this under-representation is prob- 
ably small, but any attempt to compare present and pre- 


war conditions by this method would be seriously mis- 
leading. 


6. THE NUMBER OF WORKERS. 

The quantity of goods and services produced in a year 
obviously depends upon the number of persons function- 
ing as productive workers during the year, though the 
number of hours worked and the output per man-hour 
are also factors which must be taken into account. The 
number of hours worked depends upon the normal length 
of the working week and the extent to which this is in- 
creased or diminished by overtime or short-time. Output 
per man-hour depends upon a variety of considerations, 
for instance, organisation. It is a matter of common 
knowledge that an improvement in works organisation 
will often increase the output per man-hour of the works 
as a whole. It also depends on machinery and processes. 
There is a constant tendency for these to improve with 
the accumulation of capital and progress of science and 
invention, and, as they improve, to increase the produc- 
tivity of labour. Finally it depends upon the spirit which 
workers bring to their work. Hard work makes a won- 
derful difference to output. 

Upon the assumption, which will be examined further 
on, that so far as the period 1920-7 is concerned there 
has been no very great change from year to year in the 
number of hours worked or the output per man-hour, it 
is evident that a series of figures representing for each 
year the number of persons functioning during the year 
as productive workers will give a rough picture of the 
size each year of the national heap. Such a picture of a 


large portion thereof is given by the last two columns of 
the following table :— 






— 
+ pie 


The foregoing table relates throughout to oe 
only. Column 1 shows the gross ce spi 
the Unemployment Insurance Acts (page 46 of the 
Eighteenth Abstract of Labour Statistics), The tems 
for 1921 and subsequent years are Strictly comparable. as 
the scope of the Acts as regards the classes of persons 
covered has not altered since they were introduced jn 
November, 1920, and the method of compilation of th 
figures, which rest upon ascertainments made each July 
has been uniform throughout. The figure for 1920 js an 
estimate based upon consideration of the size of the age: 
groups disclosed by the 1921 Census and of the larger 
number of men serving in H.M. Forces in 1920 as con. 
pared with 1921, and errs, if at all, on the side of excess, 

Column 2 shows the number of agricultural workers 
employed on agricultural holdings, and is based on th 
statistics of the Ministry of Agriculture for England ad 
Wales and the Board of Agriculture for Scotland. 

The figures, except for 1920 and 1922, are strictly con- 
parable throughout, being compiled upon a uniform bais 
and representing the position at the Agricultural Census 
held on June 4th of each year. No ascertainment wa 
made in 1920 and 1922. The figure taken for 1922 is the 
mean of the figures for 1921 and 1923. That for ig 
is an estimate obtained by adjusting the 1921 figure, o 
the one hand for the larger number of men serving in 
H.M. Forces in 1920, and on the other hand for the 
larger proportion of arable land in cultivation in 19%, 
and errs, if at all, on the side of excess. 

The figures in Column 3 are the sum of two elements— 
(a) insured workers unemployed and (b) agriculturd 
workers unemployed. The figures for (a) are the yearly 
averages of the monthly averages given on page 51 
the Eighteenth Abstract of Labour Statistics, and are 
compiled upon a uniform basis throughout, except the 
figure for 1920, which is an estimate obtained by apply- 
ing an unemployment rate of 2.8 per cent. to the figure 
in the first column. This rate is obtained by taking th 
trade union rate of unemployment for 1920 (2.4 per cent] 
and increasing it by one-sixth, which is the approxima 
average difference between the two rates in subsequer 
years. The estimate of insured workers unemployed 7 
1920 errs, if at all, on the side of understating the . "i 
of unemployment in that year. The figures for i ) 
obtained by applying an assumed uniform rate 0 ao 
cent. to the figures in the second column. hago a 
unemployment among agricultural workers is sud) YS 
little variation from year to year. On the basis = 
available information, the rate assumed, 2 per Cem 
cannot be far from the mark. — Bas oe 

The figures in column 4 are derived trom tne 
Labout’s statistic of the aggregate duration a a ons 
of all disputes involving stoppages of work = . aay 
progress each year, and are obtained by "f sakiot 

te duration for the year by the number 0 ° 
agerega f basis throug! 
days in the year. They are on a uniform Porites 
out. There is no duplication between. these figu 
those in column 3.. j found 

The number of productive workers in column oe 
by adding the numbers in columns 1 and 2 Eines 
therefrom the numbers in columns 3 and 4- ST ates 
the number of productive workers in each ar ton a 4 
as a percentage of the number in 1924- ihe great 
columns 1 and 2 represent persons of = workers if 
majority form the great bulk of the ae istributive 
industry, agriculture, transport, and t 7 ile, who 
trades. They include all workers, male an oy except tht 
exchange their products or labour for money 


Cc 
following categories (a) non-civilians, (b) employers | 


uveniles unde 
)  poldings: (4 


{inistry of 
n-davs 


° é d j 
rsons working on their own account, ( 
i 6 other than those employed on agricultura 











employed otherwise than by way of manual labour 
at a rate of remuneration exceeding in value £250 a year, 
rsons employed in domestic service, and (g) certain 
classes of persons within the scope of the Unemployment 
Insurance Acts who are specially exempted from their 
operation. The total of columns 1 and 2 for 1921, viz., 
12,077,000, represents nearly two-thirds of the total num- 
ber of persons in Great Britain returned as occupied at the 
1g21 Census. The remaining third is accounted for by 
the categories (a)—(g) above. There is no evidence that 
this proportion between the number of persons in cate- 
gories (2)—(g) and the numbers included in columns 1 and 
2 of the table has undergone any appreciable change 
during the period under review. It follows that one is 
justified in using the figures in column 6 as rough 
measures of the total number of persons functioning each 
year as producers of a definite and very large portion of 
the national heap. Indeed, one might perhaps go further 
and use them as rough measures of the total number of 
persons functioning each year as productive workers of 
all kinds in Great Britain, were it not for the fact that the 
rate of unemployment has been much lower in categories 
(a)—(g) than in the categories covered by the table. 

It remains to consider how far the figures in column 6 
can be regarded as reliable measures of production. This 
depends on the average length of the working week, 
overtime, short-time, and output per man-hour. It has 
| been shown by Mr J. W. F. Rowe in the London and 
Cambridge Economic Service Special Memorandum No. 8 
(page 10) that the treatment of all workers as of equal 
productivity does not involve any error, since differences 
of skill and in the net product per worker in different 
industries cancel out over so vast a field. 

. The Ministry of Labour’s statistics show that in the 


, years 1921-1926 there was practically no change in the 
. average length of the working week. In 1920 and 1927 
. it was somewhat longer, but the difference would add less 
. than a unit to the index number for 1927 in column 6, 
, and less than half a unit to that for 1920. 


With regard to overtime, there is very little information. 
- As to short time, it is probable that in abnormal years 


al like 1921 and 1926 there was a great deal of short time, 
Ay also of lost time and under-employment such as occurs in 
of the cotton industry when a worker tends only two looms 
re instead of three or four, and that consequently the index 
he numbers in column 6 for these years, regarded as 
lye measures of production, are too high, even though the 
ire figures in column 3 take account of short time so far as 


he persons working short time claim unemployment benefit. 

tt.) When the system of short-time working consists of sus- 
ate pensions for one, two, three or more days per week, the 
ent fmm Operatives generally claim benefit. When it consists of 
in a reduction in the daily number of hours worked, no record 
me is obtainable at the employment exchanges, because no 
are fm Denefit is paid for any day on which work is performed. 
pet fmm ‘t one time certain trades used to adopt the former 
of im Nethod, and others the latter, but since 1920, in order to 
to obtain as much advantage as possible from the Unemploy- 
the im Tent Insurance Acts, the practice of organising short time 


nt, by suspensions for one or more complete days has largely 
increased, 
of On a review of all the evidence, and bearing in mind 


that errors tend to cancel out over so large a field, it is 
improbable that the index numbers in column 6 would 
be much affected, if due allowance were made for over- 
lime and short time, except in the years 1921 and 1926, 
for which, as explained, they are probably too high. 
_ As regards output per man-hour, it is humanly speak- 
ing certain that there has been a slow progressive increase 
during the period under review with improvements in 
‘ganisation, machinery, and processes. The index num- 
“ts in column 6 to this extent under-represent produc- 
ton in the later as compared with the earlier years of the 
“ries, but in a period of only eight years the degree of 
ane, representation on this account is probably not 
q It may seem surprising that, with a higher rate of un- 
mployment in 1927 than 1920, there was also more em- 
Poyment. The paradox disappears when it is borne in 
rd that there were some 200,000 more men in H.M. 
att in 1920 than there were in 1927; also that the new 
rants each year since 1920 into the ranks of workers 
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have greatly outnumbered the losses through death, 
old age, emigration, &c. 


7. THE CONSUMPTION OF COAL. 


Coal is the principal source of heat and power in in- 
dustry and transport. Assuming for the moment that the 
relation between a given quantity of coal and the number 
of units of heat and power derived from it does not alter 
much over a short period, and assuming also that the 
annual consumption of coal for domestic purposes has 
been stationary in recent years, it will be seen that, over 
a short period, variations in the annual consumption of 
coal may be taken as roughly reflecting variations in the 
annual consumption of heat and power in industry and 
transport. These in turn, assuming for the moment 
that the relation between a given number of units of heat 
and power and the quantity of goods and services pro- 
duced with their assistance does not alter much over a 
short period, may be taken as roughly reflecting variations 
in the size of that part of the national heap which is con- 
tributed by industry and transport. Hence the annual 
consumption of coal year by year over the period 1920 
onwards may be taken as a rough measure of the size 
of a very large part of the national heap. 

This method, however, involves under-representation of 
the size of the national heap in later as compared with 
earlier years, as will be apparent from the following con- 
siderations. In the first place, there are other sources 
of heat and power besides coal. The increase in the annual 
consumption of fuel oil since 1920 is equivalent at a 
moderate computation to half a million tons of coal ; there 
has also been an enormous increase in the use of motor 
spirit for transport. Secondly, methods of converting 
coal into heat and power are constantly improving. Thus 
in electricity works the average consumption of coal per 
kilowatt hour is steadily decreasing, having fallen from 
3-47 Ibs in 1918 to 2.53 Ibs in 1925; in gas works the 
average yield of gas from a ton of coal has increased 
from about 65 therms to 72 therms in the last 20 years. 
Thirdly, it is reasonable to assume a progressive improve- 
ment during the period in the methods of application of 
heat and power and in the efficiency of manufacturing 
processes. For instance, there has been a good deal of 
scrapping of older and less economical iron and steel 
plants in recents years; while the effect of the growing 
use of electricity in industry and transport is to reduce 
the quantity of coal required to produce a given quantity 
of power. All these factors operate in the same direction, 
with the result that figures representing the annual con- 
sumption of coal since 1920 must necessarily seriously 
under-represent the size of the national heap in later as 
compared with earlier years. 

Particulars of the annual consumption of coal are as 
follows :— 


1920] 1921, 1222,| 1923.| 1924,| 1925, 1926, 1927. 


EE ee | ee 


Million tons ..... . ee! 180°7| 127-0} 157°8| 168-8) 180°4/ 169-6) 130°5, 179-6 
Percentage of 1924....|100-2| 70°4| 87:5) 93-6) 100 | 94-0; 72:3! 996 


The above figures (except those for 1921), derived from 
the official publications of the Mines Department, relate 
to Great Britain only, the necessary adjustments having 
been made in respect of shipments to and from Ireland. 

The method of their construction is as follows. To (A) 
the home production of saleable coal there is added (B) 
the tonnage of coal and coal-equivalent of coke and manu- 
factured fuel imported and retained. From this total 
there is subtracted (C) the tonnage of home-produced coal 
and coal-equivalent of coke and manufactured fuel ex- 
ported and (D) the tonnage of home-produced coal and 
coal-equivalent of manufactured fuel shipped for the use 
of steamers engaged in foreign trade. 

The Mines Department did not give a figure for 1921, 
but a fairly close estimate can be made from the available 
information, and is given above. ; : 

The figures may be regarded as on a uniform basis and 
accurately representing actual consumption, subject to the 
following considerations. Except in 1926 no account is 
taken of variation in the volume of stocks as between the 
beginning and end of each year. For 1920 and 1922-5, 
however, the Mines Department consider such ‘variation 
to be negligible for practical purposes. For 1926, in their 
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total of 1304 million tons they have included an allowance | gauged from the consumption of coal. E . = 
for depletion of stocks consequent upon the coal stoppage. | allowance which has been made for under-tes en with the ” 
In 1927 there was some replenishment of stocks, and their | the figures probably still rather under-represent spat smi 
figure of 179.6 million tons, which takes no account of | years :— Ent the later pic 
this, as a measure of actual consumption, is therefore Million Mili lars 
somewhat too high. Up to and including 1922 the figures Tons. of 1$54, _" ". 192 
rest upon home production figures which are on a slightly coe seeees aan coe 98S | 1924 ...... 1439 . ‘ per 
different basis from that employed for later years, and on | j999 °***"* 119 . one or oo soeeee 1328 1) gay I ea 
the latter basis would have been rather smaller. More-] 1923 ...... 1307 .... 913 | 1997 °°" me cove 723 MM inc 
over, during the war and the years immediately following} = == # == 2 ~“""" 9 sees 1009 I con 
it the condition of the coal supplied was much poorer than 8. THE INDEX OF PRODUCTION T 
usual, the abnormal amount of “dirt” or refuse included | Fach of the three series of the foregoin ions 9} pos 
in it being the subject of much complaint in Parliament CSOINE sections gives 



















































a rough partial picture of the national heap. They pos. 
sess the requisite degree of correlation, A very high 
degree of correlation is not to be expected, since they _ 
of them cover quite the same parts of the national hea 
and the coal series necessarily gives too much weight . 
the fortunes of those industries which are the largest coal 
consumers, é.g., the iron and steel industry. As a fact 
between 1920 and 1924, the correlation between all thre 
series is close. The increase in the value of sterling, 
which came about in 1925 with the restoration of the 
pre-war parity between sterling and gold, gave 
fillip to external purchases of raw materials for conver. 
sion here into home-consumed articles. This is reflected 
in the raw materials index number for that year. On the 
other hand, it produced a corresponding set-back in ex. 
porting industries subject to foreign competition like the 
iron and steel industry; this set-back is reflected in the 
index number for coal. It remains to combine the three 
series so as to give a single picture. 

Of the three series, that for raw materials relates to 
Great Britain and Northern Ireland and the other two to 
Great Britain only. As, however, Great Britain contr 
butes more than 97 per cent. of the population of Great 
Britain and Northern Ireland, the assumption that th 
two latter series also refer to Great Britain and Northem 
Ireland, which is made for the purpose of combining the 
three series, cannot involve more than a trifling error. 

The first series, reflecting the output of the princpdl 
manufacturing industries and indirectly also the volum 
of services rendered in connection with its transport and 
merchanting, relates to a smaller portion of the nation 
heap than either of the other two. This can be appro 
priately allowed for by —., the weights 1, 2 and2i 
combining the three series. |The well-known principle that 
very great precision in weighting is not essential to secure 
a general index number of satisfactory exactitude — 
number of partial indices which are ‘themselves reliable 
in character may be recalled in this connection. ‘0 
bined in this way, with 1924 taken as the base year 9 ’ 
to link up the results of this investigation with the results 
of the recent census of production, the three series g™ 
the following index of production :— 


and the Press. There has been an improvement in this 
respect since 1920. There has probably also been a 
progressive improvement in the efficiency of washing pro- 
cesses. These last three factors all tend to exaggerate the 
apparent consumption of coal, and thus to over-represent 
the size of the national heap, in the earlier as compared 
with the later years of the series. As between 1920 
and 1927 this exaggeration probably amounts to as much 
as 14 million tons. 

The various main uses of the coal are shown in the 
following table, reproduced from the Sixth Annual Report 
of the Secretary for Mines, which also serves to illustrate 
the extent of the dependence on coal of industry and 
transport. 


(Consumption in Million Tons.) 





Domestic consumption falls under head 8; there is also 
some domestic consumption included under heads 1 and 2. 
That it has remained stationary, notwithstanding the 
growth of population (nearly 4 per cent. between 1920 and 
1927), is doubtless due to economy in the use of coal as 
the result of the maintenance of relatively high prices for 
domestic qualities, to central heating and improved grates, 
and to the increased use of gas for cooking and heating 
purposes. The increased use of gas and electricity for 
domestic purposes is believed to have been offset as 
regards its effect upon the consumption of coal by im- 
provements in the technique of manufacture and econo- 
mies resulting from enlargement of the size of under- 
takings. 

It is evident that figures more nearly representing the 
consumption of coal by industry and transport can be 
obtained by excluding the tonnage under head 8 of the 
foregoing table. This amounts to 40 million tons in 
round figures in a normal year, and may be put at 35 
million tons in 1921 and 30 million tons in 1926, for which 
years precise information is not available. The tonnage 





Net Imports of Index of F - 
Raw Materials Number | Consump- se, i 
of the Principal| of, | tion of |(2),() ti 

Year. Mamatantodtng Workers. | Coal. _ he Wei 

mene | weight (Weight Seem 

(Weight = 1.) = 2.) = 2.) 





under head 8 is accordingly excluded in the following Sa ) (3) 4) ; 
table. It has also been seen that the figures thus ob- 1920? oe 16 0 1028 se ue 
tained will seriously under-represent the size of the national | 1921...... 66°7 ae 81 876 
heap in the later as compared with the earlier years of the | 1922------ . 91:3 901 
P Pp y Je | 1923..... 872 96:9 100 
series, and that something must be done to correct this, | 1994." "": 100 100 100 990 
or the figures will be misleading. It is no use attempt- | 1925...... 107-7 1010 os 
ing to form a precise estimate of the degree of under- | 1926.. 111-7 aa 1009 
representation, since the data are insufficient. On the | 1947------ 1159 


° ° . oie = nent serie 
other hand, it is possible to form a minimum estimate, at the compo 


such as is not likely to be challenged on the ground of 
being excessive, and to correct accordingly the figure 
representing the consumption each year by industry and 
transport. This is done in the following table, in which 
the annual consumption figure has been adjusted, on ac- 
count of all causes of under-representation together, by 
the addition of } per cent. for 1921, 1 per cent. for 1922, 
13 per cent. for 1923, 2 per cent. for 1924, and so on pro- 
gressively. For 1927 this makes an addition of 4.9 
million tons. In this way one obtains the following 
at which may be taken as roughly reflecting the size 

the national heap each year, so far as it can be 


Any error arising from the fact th 40 
probably ricénd 00 high for one or two nye fa 

low for one or two others, as already explained, bin 
be regarded as eliminated by the pee the three © 

tion, except in the case of 1926. hah ; + 1926, with 
ponent series probably record too hig “s vesult that d 
any compensation from the third, with t “ ably 100 his 
index number of production (89-7) is a 

in relation to other years. The tendensy a 

sentation, which has already been note¢ ah cndex of Po 
ponent series, is necessarily present In & from 1924" 
duction also. This means that going me progressive 
index numbers of production tend to be 
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¢ TE large, and—going forward from 1924—progressively tno 
| HB «mail. That is to say the index presents a conservative 
er picture of progress. e error thus introduced cannot be 

large over a period of the duration and character of 
, 1920°7- It may well, however, amount to as much as } 
24 r cent. per annum, equivalent to 25 per cent. in 100 
t. years. The productivity of labour is known to have 
23 
09 


sale prices. ‘Ihe comparison shows that there bas been 
practically no change in the real ratio of exchange during 
the period 1920-7, except that in 1920 our shipping ser- 
vices rendered to foreigners, though small in volume as 
compared with the other years, exchanged about twice as 
favourably. But adjustment for this circumstance would 
add less than a unit to the index number of production 
for that year. 























































‘screased faster than this in the interval between the 
census of production of 1907 and that of 1924. 


The foregoing index of production is for practical pur- 

ses an index of the volume of goods reaching the con- 
es sumer for consumption or saving or the docks for export, 
0s- ME and covers some four-fifths of the national heap (Section 
How would it differ from an index covering the 
whole heap? This question involves an examination of 
that part of the national heap which has been labelled per- 
sonal services. In so far as the demand for these services 


9. THE NET REAL INCOME FROM FOREIGN 
INVESTMENT. 





| Excess of | Net Money 
— ag tore paneaias — es. Index of Net 
men re Real Income 
Year. a Payments.| Investment. 7 bes le- from Foreign 
P (Million Million 9. TC€8./ Th vestment. 
ounds | Pounds ounds (1913 = 



























0al prings directly from persons engaged in the production, Sterling.) Sterling.) | Sterling.) 1 [ay 
Ct, ransport and marketing of goods, who in effect exchange | —— |—————_|—_____| —___|__ | 
rt Mimtheir goods for these services, it is clear that the volume 195) > 9 (4) o) (6) 
ng, of personal services produced annually must tend to vary | }99)°° 200 | — 4] = 197 = 
the vith the volume of goods produced annually. This | 1922.. 20 | 14 186 | 159 93 
a pplies particularly to the services performed by the pro- | 1923.. 200 | 23 177 ~——s«W589 89 
et. essional and artistic classes. Everyone knows that work | 1924.- 20 6|,0CUo2 | 166 100 
ted tthe Bar is slack in periods of trade depression, and | 
the at the fortunes of artists and entertainers depend upon | 
eke e amount of spare money in our pockets. The position : 
he Hf domestic servants is somewhat different. The volume | The figures in column 2 of the above table, except that 
he Hf opportunities open to women in works, businesses and| for 1921, are taken from the Board of Trade’s 


estimates of “the balance of trade” presented 
annually in the Board of Trade Journal. They 
represent the interest and dividends which we in the 
United Kingdom receive on our investments abroad, 
i.e., on the money which we have loaned to India, the 
Dominions and Colonies, and foreign countries, or in- 
vested there in railways, oil fields, plantations, mines, 
trading concerns, and in a hundred other ways—after 
setting off the interest and dividends which people abroad 
receive in respect of their investments in the United 
Kingdom. 

For the abnormal year 1921 the Board of Trade did not 
attempt an estimate of ‘‘ the balance of trade,’’ but one 
cannot be far out in taking £200,000,000 for that year 
in column 2, the same figure as in 1920 and 1922. The 
figures in column 2 are based mainly on information in 
the hands of the Inland Revenue authorities. Quite re- 
cently Sir Robert Kindersley, as President of the National 
Savings Committee, instituted an independent investiga- 
tion, with the aid of some 60 banks and 160 British 
companies operating abroad, into the subject of our net 
income from foreign investment in 1927. His results 
confirm the Board of Trade’s figures for that year, and, in 
establishing independently that their method gives an 
accurate figure in a particular year, must be held greatly 
to diminish the margin of possible error in their figures 
for other years. The significance of Sir Robert Kinders- 
ley’s results were referred to by the President of the 
Board of Trade in the House of Commons on June 12, 
1928. For practical purposes the figures in column 2 may 
be regarded as lying certainly within 10 per cent. of the 
mark and probably nearer. This is near enough for the 
purpose in view as explained in Section 4. The figures 
do not take account of direct receipts and payments by 
the Government. ; , 

The figures in column 3 are derived from the Finance 
Accounts of the United Kingdom. They represent the 
excess of Government payments belonging to the cate- 
gory of income from foreign investment over Government 
receipts belonging to the same category. The payments 
are in respect of interest on war debt, principally the 
American debt. The receipts include interest on war loans 
to the Dominions, Colonies and Allied Powers, German 
Reparation receipts, interest on loans for reconstruction, 
&c., interest on Colonial advances, and interest and divi- 
dends from the Suez Canal and Anglo-Persian Oil Com- 
pany. The figures relate to the financial year, and have 
been assigned to the calendar year to which the financial 
year most nearly corresponded. They may be regarded 
as accurate for practical purposes. That for 1927 is an 
estimate. The excess of receipts over payments in 1921 
was due to the large sum received from the Reparation 
Commission. 


pices expanded phenomenally during the war, with the 
sult that at the end of it there was an acute shortage 
ff domestic servants. The return to more normal condi- 
ions witnessed a contraction in the volume of competing 
portunities, and there is reason to believe that the num- 
ber of domestic servants has been on the up-grade since 
919. The value of the utility which a house produces 
nually is the rent. The volume of utilities produced 
nnually by houses, a very important element in this 
of the national heap, depends on their number and 
uality. It is clear from the statistics of the Ministry of 
ealth that there has been no contraction in this volume 
uring the period 1920-7; indeed, some expansion is 
robable. A roygh picture of the variation in the volume 
shipping services rendered annually to foreigners may 
obtained by comparing the Board of Trade’s annual 
stimates of national income from shipping services with 
he course of freight and time charter rates ; the variation 
found to resemble that of the index of production. The 
arious services just discussed together constitute perhaps 
ome four-fifths of the part of the national heap labelled 
sonal services. Although this part does not lend itself 
D statistical measurement, enough has been said to make 
clear that, if an index of personal services could be con- 
ructed and combined with the index of production of 
bods by means of appropriate weights (1 and 4), for the 
riod 1920-7 the resulting index would differ from the 
dex of production of goods only very slightly—the curve 
ould be slightly flatter ; that is to say, the index numbers 
br 1920 and 1927 would probably be slightly lower than 
hose in the last column of the preceding table, and those 
br 1921, 1922, 1923 and 1926 slightly higher. For 
actical purposes, therefore, one is justified in using the 
hdex of production of this section as a rough picture of 
le variation in the size of the whole national heap. 


One other matter must be mentioned here. About a 
arter of the whole of our produce and manufactures is 
ported. The foreign balances thus acquired are used 
gely to purchase imports. For instance, we send India 
omotives, and she sends us tea. If the prices which we 
able to get for our exports rise relatively to the prices 
ch we have to pay for our imports, with the same 
plume of exports we can command a larger volume of 
Ports, that is to say there is a rise in the real ratio 
exchange between our exports and imports, and the 
sult is the same as if there had been an increase in the 
-t of the national heap; and vice versa. The course of 
real ratio of exchange may be seen by comparing on 
one hand the Board of Trade index of the values of 
ports and the course of freight and time charter rates 
S exhibited in any of the well-known indices) and on 
other hand either the Board of Trade index of the 
*s of imports or the Board of Trade index of whole- 
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8 THE BCONOMIST PROSPERITY INDEX SUPPLEMENT. 


The figures in column 4 are obtained by deducting those | 


in column 3 from those in column 2, and represent the 
net money income from foreign investment accruing 
to the United Kingdom year by year. The real income 
corresponding to a given money income, however, under- 
went great variation during the period, owing to the great 
variation in the purchasing power of sterling over com- 
modities which form the subject of international trade. 
This variation is exhibited in the Board of Trade’s index 
numbers of wholesale prices given in the fifth column. 
To obtain a picture of the variation of the net real in- 
come from foreign investment year by year, it is necessary 
to eliminate the effects of the variation in the purchasing 
power of sterling by dividing the figures in the fourth 
column by those in the fifth column. The quotients, ex- 
pressed as percentages of the quotient for 1924, are the 
index numbers of net real income from foreign investment 
given in the sixth column. The figures cannot claim to be 
more than rough estimates, but the degree of error to 
which they are subject is not more than 10 per cent., and 
is not large enough to affect the main outline of the 
picture which they present, which is one of remarkable 
progress. 


10. THE INDEX OF POPULATION. 

The following index numbers (1924 = 100), based upon 
the official estimates of the General Register Office, may 
be taken as representing accurately for all practical pur- 
poses the number of inhabitants of Great Britain and 
Northern Ireland. The method of construction is ex- 


pained in the full work. 
1923. | 1924. | 1925. 
3! 100 | 100-4 





1926. 


100'8 


1927. 
101°3 











, mm 1922 
981 | 988 

11. THE INDEX OF NATIONAL PROSPERITY. 

We have now obtained measurements of the variation 
of the expressions A, B and C (Section 4). It remains to 
combine them so as to obtain a measurement of the 
variation of the expression (A + B)/C; that is to say, it 
remains to combine the index of production (Section 8), 
the index of net real income from foreign investment 
(Section g), and the index of population (Section 10), so 
as to give an index of national prosperity. 

The first step is to combine the index of production 
and the index of net real income from foreign investment, 
using for this purpose the weights 96 and 4, which re- 
present the relation between the values of the two elements 
in 1924, according to Professor Bowley and Sir Josiah 
Stamp in ‘‘ The National Income, 1924.” The result 
is the index of real national income appearing in column 
4 of the following table. It may be mentioned that the 
reason why the German Index takes no account of in- 
come from foreign investment is that Germany’s income 
from this source is inconsiderable, thanks to the losses 
which she sustained through the war. 

The framers of the German Index were less concerned 
with the standard of living in Germany, than with the 
growth of her production. They therefore framed what 
is really an index of production, using population as an 
ingredient, presumably because better information with 
regard to the number of workers was lacking. This 
method is inapplicable to the present investigation, which 
is concerned with the internal standard of living, for the 
representation of which it is necessary to divide resources 
by population. Obviously, if in one year there are twice 
as many people as in another, with the same quantity of 
things to go round, the country will be very much less 
prosperous in the former year than the latter. Whether it 
will be exactly half as prosperous depends amongst other 
things upon the distribution of the national income 
among the various sections of the community and upon 
the age—and sex—distribution of the population in the 
two years. Over a period as short as eight years, how- 
ever, such considerations as these may be safely disre- 
garded, and satisfactory index numbers of prosperity 
may be obtained by dividing each year’s index number of 
real national income by the index number of population, 
and expressing the result as a tage of the result 
for 1924. The index of national prosperity, thus 


— is given in the last column of the following 
table :— 
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(Weight | at the Head of \argxim 
=4,) Each.) = 
(1) ) 3 4 

1920.. ios | deg | 6 
| 749 98 758 gg] | ie 
1922..| 876 93 878 gsg | 8 
1925..| 92-7 89 92-6 993, 
72] 100 100 100 100 333 
1925..| 990 | 1a 99:9 1004 | 
1926..| 897 | 145 91-9 log | 
1927..! 1048 | 153 1067 1013 | 1953 


The above index numbers 
they are only on rough 
net real income from for 


to be precise measurements of national 


index is far from being a perfect index. 

claim, however, to be satisfactory rough 
national prosperity—in fact, to constit 
which the main outline is accurate 
this respect they are like the 
numbers of wholesale prices. 


of national Prosperity, based 4s 
measurements of production and 
eign investment, cannot Claim 


Prosperity; the 


They can and ¢p 
measurements of 
ute a picture of 
beyond a doubt. jy 
Board of Trade’s inde: 
No one supposes tht 


this index furnishes precise measurements of the ler! 
of wholesale prices, an abstraction which indeed i i. 
capable of being measured precisely. Yet no one dats 
that it reflects the trend of wholesale prices accunte, 
The development of our statistical resources must pro 
a long way before an ideal index of national prosperity 


can be evolved. 


The grounds on which the index of national prosperity 
lays claim to public confidence are threefold. In the firs 
place it is constructed upon methods which accord wit 
the established principles of economic science and fu 
which there is the high authority of the Committee d 
International Experts presided over by General Davws. 
In the second place it is based upon public statistis 
which are known to be free from any gross error. lt 
the third place, as will be shown in the Appendix, t 
agrees with other evidence bearing upon the subject. 

The close resemblance between the second and sixth 
columns of the foregoing table will be noted. In other 
words the growth of the net real income from foregs 
investment has been about off-set as a factor in nationdl 
prosperity by the growth of the population; so that fo 
practical purposes, during the period 1920-7, prosperit? 


may be measured by 


production. 
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D. ROKELING. 


und a comparison in detil 


between the figures of Mr Rokeling’s index number “ 
the results arrived at by other investigations into ™ 


volume of production. 
given in the following table :— 






It will also be shown in the re 


ge |i 3 
3 a:3 
ge 388 
E3 Hes 
3a.| 35s 
s° ie 
5 ae 





the index of national prosperity is in 
ment with the evidence afforded by the 


sumption of meat and beer. served.) 


(Copyrig 


in all countries 16 








A summary of the comparison ® 






Volume of 


: "6 8 rts. 
aa. gee-g | = 

oud sob ast ; 
ses Cagese . | xi 
aW'gg (sa saze| 22 | 3 
808% $236 ee | 2: 
Sea Sg7 ro 

00 ~~ 100 93 

- 76 

91 aj | 

00 100 10 3 

"99 i | i 

02 
102 1o7_| 108 It 


print that the trend 


per capita 


Portes! 
— 















